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THE PRESIDENT’S MESSAGE 


The financial results of your company for the six 
month period ending May 31, 1978 show a> 
substantial increase over 1977. 


The company’s consolidated sales were 
$53,631,468 compared to $38,872,264 for the 
same period in 1977, and consolidated net income 
was $3,286,935 or $1.69 per share compared to 
$2,316,021 or $1.19 per share for the correspond- 
ing period in 1977. 

The improvement in results is largely attributable 
to the continued firmness in the U.S. lumber 
market, the favourable U.S. dollar exchange rate, 
and the results of McDonald Cedar Products Ltd. 
which was purchased on September 30, 1977. 
The market for specialty cedar products of 
McDonald Cedar remains firm. 


At the extraordinary meeting of shareholders on 
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June 14, 1978, special resolutions were passed | The export market remains static with no signs of 


increasing the authorized capital of the company i significant improvement; however, substantial 

to 10 million shares (7.7 million Class ‘A’ shares portions of production for the remainder of the 
and 2.3 million Class ‘B’ shares) and subdividing | year has been placed at high prices particularly 
the issued shares of the company on the basis of | in the fringe market areas. 

one and one-half new shares for each existing | Th f ple diviel : 

share of both classes. The record date of the re eUINS pope Cope ede 10 perform 
subdivision will be July 12, 1978, and the “push satisfactorily. The expansion program in Edmonton 
out” of the share certificates for the additional | will be completed in August. 


erry te ere ety ae: 1276. On behalf of the Board of Directors 


After showing considerable strength in March 


and April, the U.S. housing statistics for May | C. A. JOHNSON 

showed a slight decline. In addition, the number | Mb 

of single family dwelling starts has declined as President and Chief Executive Officer 
a proportion of total starts in 1978. As a result June 26, 1978 

some weakness is appearing in the U.S. lumber 

market. 


CONSOLIDATED STATEMENT OF INCOME AND EXPENSES 
For the six months ended May 31, 1978 

(with comparative figures for the six months ended May 31, 1977) 
(prepared without audit) | 


1978 1977 
a ; eho —_$——_.. 
Sales and other operating revenue. .......... gum 53,631,468 (68,872,264, 
Income ‘before incometaxes .......... 2... - 6,260,935 4,414,701 
PFOVISION 1Of INCOME TAXES 002 i}. ee 2,974,000 2,098,680 


Net income for the period 
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Earnings per share — First Quarter ......... days... .. 
-—— Second Quarter ...... Gime esi78 .96 
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CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 


for the six months ended May 31, 1978 


(with comparative figures for the six months ended May 31, 1977) 


(prepared without audit) 


SOURCE OF FUNDS 
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From operations 


Proceeds from 
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issue of common shares and amounts received 


under stock purchase 
Increase in long-term debt 


plan . 
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Disposal of property, plant and equi 


APPLICATION OF FUNDS 
Business acquisitions ......... 
Purchase of fixed assets ....... 
Construction of logging roads .. 
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Long-term debt paid or currently maturin 


Dividends paid on Class ‘A’ Common shates 


Increase in investments and other assets . 


INCREASE IN WORKING CAPITAL .. 
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WORKING CAPITAL AT BEGINNING OF PERIO 
WORKING CAPITAL AT END OF PERIOD .... 
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1978 
$ 


5,853,282 


1,138,381 
153,107 
7,144,850 


1,087,500 


3,285,150 


721,774 
323,300 
467,453 
180,942 


6,066,119 
1,078,731 
5,170,675 
6,249,406 


1977 
$ 


3,530,376 


9,960 
50,000 


3,590,336 


604,064 
348,634 

11,375 
366,740 


88,318 
1,419,131 


2,171,205 


3,348,840 
5,520,045 


the year ended November 30,1978 
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To Our Shareholders: 


Net earnings of your Company for 1978 reached 
a new record of $7.6 million, an increase of 
$3.3 million (76.8%) over 1977 our previous 
record year. Earnings per share rose from $1.49 
in 1977 to $2.60 in 1978. Net sales for the year 
were $121.4 million, an increase of $40.3 million 
(49.8%) over 1977. 


The improved results were due to the 
following major factors: 

—a strong demand for lumber in the U.S. and 
offshore markets which was helped by 
favourable exchange rates 

—inclusion of McDonald Cedar Products for the 
full year 


Markets for lumber remain firm and the 
company has sold a large portion of its first half 
production in 1979 at close to record levels. 
Economic indicators show that the U.S. economy 
is extended and a slowdown is likely later in 1979 
although the present momentum will probably 
maintain growth at least through the first half 
of the year. Housing starts and building permits 
remain strong indicating that any decline in 
building activity is still some months away. The 
strength in the offshore markets is expected to 
continue at least to the end of the year. 
However, the oil price increases announced by 
OPEC and the uncertainty in Iran could 
seriously alter the pattern of growth in the U.S. 
as well as Europe and Japan. 


1978 was notable for several reasons in addition 
to the record level of earnings. For the first time, 
net sales exceeded $100,000,000. reflecting 
both growth in sales from existing mills as well 
as acquisitions. During the year the Company 
made its largest aquisition to date purchasing 
Bay Forest Products for $11.3 million (the 
results of Bay are consolidated for two months 
only and the earnings impact of this aquisition 
will be reflected in 1979 results.) 


From the shareholders’ point of view, the 

three for two stock split in July and the 25% 
increase in dividend reflect management’s 
desire to have shareholders participate more 
fully in the good performance of the Company. 


The Annual Report of the Company, with full 
details on the year’s operations, will be mailed 
to shareholders around the end of February. 


On behalf of the Board of Directors, 


Rhee 


President and Chief Executive Officer 


CONSOLIDATED STATEMENT OF INCOME 
For the year ended November 30, 1978 


1978 
121,429 
Costs and Expenses 
Production .. 91,871 
Selling and administration 7,900 
Depreciation 2,896 
Depletion and amortization 2,654 


105,321 


Operating Income 16,108 
Other income 378 


2,363 
14,123 


5,086 
1,425 


6,511 
NET INCOME FOR THE PERIOD ... 7,012 


Earnings per share 2.60 


Note: Earnings per share for 1977 have been recalculated to reflect the subdivision of shares in the current year. 


CONSOLIDATED STATEMENT OF CHANGES IN FINANCIAL POSITION 
For the year ended November 30, 1978 


WORKING CAPITAL DERIVED FROM 
Operations 
Disposal of property, plant and equipment 
Issue of common shares 
Investments and other assets 
Increase in long-term debt 


WORKING CAPITAL APPLIED TO 
Business acquisitions 
Purchase of property, plant and equipment 
Purchase of timber 
Construction of logging roads 
Increase in investments and other non-current assets 
Long-term debt paid or currently maturing 
Dividends on Class A and B common shares 


INCREASE IN WORKING CAPITAL 


WORKING CAPITAL AT BEGINNING OF PERIOD 
WORKING CAPITAL AT END OF PERIOD 


